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KEY ECONOMIC INDICATORS - TRINIDAD AND ToBaco! 


September 1981 Exchange Rate 
(All Monetary Figures in U.S. Dollars) US$1 = TTS$ 2.397 


1978 1979 % Change 19802 $ Change 


INCOME, PRODUCTION, EMPLOYMENT 


GNP at Current Prices (Million i . 5281.62 
GDP at Current Prices (Million $) 5 6707.9 
Per Capita GDP, Current Prices < ; 5749.0 
Growth of Real GDP 12 0% 10.1% 
Population (000's) 30. oA oo 1193-0 
Indices: 1977 = 10 
Industrial Production 5.0 re 43% 107.3 
Average Labor Productivity E = NA 
Average Industrial Wage 5.4 3% 3 173.0 
Excluding Oil and Suga 
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MONEY AND PRICES 


M, - Currency and Demand 
Interest Rates 
Retail Price Index, 1970 


BALANCE OF PAYMENT 
(Million $) 


Gold and Foreign Exchange Reserves 

(Net) 3 aS 2708.1 29.9% 
External Public Debt : 18.2% 378.1 9% 
Balance of Payments ‘ <a . 623.7 59.6% 
Merchandise Balance «0 3 ; LisiT? 92.8% 
Current Account Balance Bis d Z 3971, 5 1686. 3% 
Total Exports (FOB) z 5 4000.0 53.0% 
Exports to United States . . % 2300.0 58.6% 
Total Imports (CIF) = ; 3114.9 48.2% 
Imports from United States . B:37.53 53.28 


MAJOR IMPORTS FROM U.S. 1980° 


Machinery 
Manufactured Goods 
Food Products 
Chemicals 


Sources: Central Statistical Office; Central Bank. 


lin 1980, the Central Statistical Office revised many indicators for 1978 and 1979. 


Therefore, there are a number of slight changes in magnitude in these figures compared 
with those provided by the Embassy in its report of May 1980. 

2a11 1980 figures are considered provisional by the Government of Trinidad and Tobago. 
3Embassy estimate based on past GNP/GDP relationships. 

4End of year, in millions of U.S. dollars. 


°Extrapolated from 11 months' data obtained from Central Statistical Office. 





Trinidad and Tobago (T&T) enjoyed 2 years of exceptional economic 
growth in 1979 and 1980. Real gross domestic product (GDP) in- 
creased by 17.0 percent in 1979 and 10.1 percent in 1980. Per 
Capita GDP reached $5,700 (all figures in this report are ex- 
pressed in U.S. dollars) in 1980, making the country one of the 
wealthiest nations in the hemisphere. The country achieved a 
record balance of payments surplus, and in 1981, foreign exchange 
reserves passed the $3 billion mark, 


The strong economic performance of the past 2 years was led by 
the earnings of the petroleum sector. Although crude production 
was down slightly, world prices soared and the sector's value 
added increased by over 80 percent in current dollars. Other 
areas of the economy, particularly the construction and service 
sectors, also expanded rapidly. The manufacturing sector exhib- 
ited steady, moderate growth. The agricultural sector, however, 
suffered its third consecutive bad year. 


The Government remained committed to its development program, 
which centers on establishing energy-based, high technology in- 


dustries. In 1981, the country's first steel mill was commis- 
Sioned, and two new ammonia plants were completed. Contracts 
were signed for the building of urea and methanol facilities as 

a further move to utilize the country's vast natural gas reserves. 


There have been some unpleasant side effects associated with the 
booming economy. Inflation reached a level of 18.5 percent in 
1980, and there exists a good deal of pent-up buying power, which 
the Central Bank has attempted to choke off with restrictive credit 
policies. The increased economic activity has also put a severe 
strain on the nation's infrastructure. The Government is chal- 
lenged with having to upgrade and expand every major utility, and 
in the interim, many bottlenecks have developed, particularly in 
the inadequate highway network and outmoded communications system. 


The United States continued to be far and away Trinidad and 
Tobago's largest trading partner, with total trade approaching 
$3 billion. Imports from the United States rose to about $800 
million in 1980. Significant opportunities exist for U.S. sup- 
pliers of a wide range of goods and services. The investment 
climate is good for projects that meet the Government's criteria 
for joint ventures and for compatibility with development objec- 
tives. 





A. CURRENT ECONOMIC SITUATION AND TRENDS 


National Income: Trinidad and Tobago's economy expanded rapidly 
over the past 2 years, sparked by the strong earnings of the petro- 
leum sector. A 95 percent increase in export prices for crude oil 
in 1979 was the major factor behind the dramatic 17 percent rise 
in real GDP for that year. In 1980, impressive growth continued, 
although falling back somewhat from the previous year to 10.1 per- 
cent. The non-oil sector continued in a pattern of steady growth, 
which commenced in 1974 with service activities and the construc- 
tion sector expanding most rapidly. Per capita GDP rose to over 
$5,700 in 1980. Per capita Gross National Product (GNP) is about 
$4,500. The difference in GNP and GDP is due to the high level of 
factor incomes paid abroad from the oil sector. These per capita 
income levels are among the highest in the hemisphere and are 
virtually unmatched in the developing world. 


Development Strategy: The Government's economic strategy centers 
on the development of high-technology industries, which will ex- 
ploit the country's vast reserves of natural gas. The first two 
projects in this scheme, an ammonia plant and a steel mill, have 
begun production. A large ammonia fertilizer plant is scheduled 

to come on stream in fall 1981. In early 1981, contracts totaling 
over $300 million were signed for the construction of urea and 
methanol facilities. The Government is also considering the feasi- 
bility of building an aluminum smelter. Further in the future, a 
decision will be taken on a proposal to erect a facility for lique- 
fying natural gas (LNG). All of these major projects are geared 
for export. 


Trinidad and Tobago's booming economy has put severe strains on the 
nation's infrastructure. Work is underway on improving the road 
network, public utilities, port and airport, but it will be some- 
time before the country adjusts to its new found wealth. Many of 
the infrastructure projects are carried out under "government to 
government" agreements, which provide for foreign technical assist- 
ance on key projects. For example, the Canadian Ministry of Trans- 
port is responsible for upgrading the two major airports, anda 
West German team is resurfacing the secondary road network. 


The Energy Sector: Petroleum production has fallen to just under 
200,000 barrels per day (bbl1/d) after reaching a peak of 230,000 
bb1/d in 1978. Production has been declining in many of the off- 
shore wells as deposits near depletion. Although exploration ef- 
forts continue, no major fields have been discovered in 9 years, 





and the National Energy Corporation forecasts production falling 
off further to about 150,000 bbl/d by 1990. This figure includes 
the assumption that secondary recovery techniques will be applied 
where feasible. In an effort to locate new crude deposits, the 
Government recently commissioned an extensive geophysical survey 
in the outer ring of Trinidadian waters at depths of over 1,000 
feet. Data from this survey will be made available to the oil 
companies in 1982. It is impossible to calculate, at this point, 
the odds of a major strike in this virtually unexplored area. 


The natural gas outlook is excellent. Major gas finds have oc- 
curred in the past year, and proven reserves are adequate for the 
country's needs for at least 40 years. The Government has just 
provided new incentives to the oil companies for gas exploration. 
It will be necessary to "prove" more of the theoretical reserves 
through test drilling in order to seriously evaluate the potential 
for the LNG project. 


Trinidad and Tobago has two oil refineries, which process about 

45 percent of the locally produced crude. The additional crude for 
refining has been imported almost exclusively from Saudi Arabia and 
Indonesia over the past 3 years. Refinery throughput rose slightly 
in 1980 to 231,000 bbl/d but it remained far below the levels of 

the early 1970's when annual throughput averaged over 380,000 bbl/d. 
Only about one-half of refinery capacity has been utilized over the 
past 2 years. 


Ammonia production has increased markedly in the past 5 years. 
Trinidad and Tobago is among the world's five largest exporters of 
ammonia, and production capacity will soon double to 1.268 million 
tons with the commissioning of two new plants in late 1981. Fertil- 
izer production was also up in 1980 reaching 757,000 metric tons, 
almost all of which was exported. 


Agriculture: Production of the three major cash crops--sugar, 
coffee, and cocoa--has declined drastically since 1975. Sugar 
output reached a 40-year low in 1981 as heavy rains and labor prob- 
lems plagued the harvest. Production of food crops is also down, 
and the country, which was a net exporter of food just 20 years ago, 
now produces only about one-quarter of its requirements. The food 
import bill ballooned to $350 million in 1980. Agriculture now 
accounts for just 2 percent of GDP. 


The basic problem affecting the agricultural sector stems from the 
dualistic nature of Trinidad and Tobago's economy. There has been 





a rapid drain of labor from agriculture to the modern industrial 
sector, where wages are higher and workers are perceived to enjoy 

a higher status. This phenomenon has been recognized for years, 

and various committees have called on government to diversify agri- 
culture, encourage agro-industry, and modernize farming techniques. 
There has been some movement in this direction in the past year, 

but the rehabilitation of agriculture will be a massive undertaking. 
On the positive side, the country as over the past decade developed 
a modern livestock sector, and broiler and meat production has been 
rising. (The country is nearly self sufficient in poultry produc- 
tion. Meat production, although on the upswing, still accounts for 
only about 25 percent of consumption.) But even this success story 
has a dark side--imports of animal feed have risen to over $20 mil- 
lion annually. 


Manufacturing: Overall, excluding oil and sugar, output of the 
manufacturing sector increased by about 7 percent in 1980. The 
highest growth rates were attained by textiles and footwear (14.9 
percent) and electricity (13.8 percent). Two major industries 
experienced major setbacks. Cement production fell from 214,000 
in 1979 to 183,000 tons in 1980 due to technical difficulties at 
the plant, and motor vehicle production declined 22 percent to 
11,900 units due to industrial unrest. There is frequent discus- 
Sion in Trinidad and Tobago about low productivity in the manufac- 
turing sector, and statistics for the first 3 quarters of 1980 show 
a 2 percent decline in the productivity index. Over the 1977-79 
period, however, industrial productivity increased by about 20 
percent, 


Construction: The construction sector continued its dynamic per- 
formance in 1980, with activity expanding by 44.6 percent in current 
dollars. Over 21,000 jobs were created in construction in 1978 and 
1979. There are currently many major large projects underway, and 
we expect construction activity to remain vigorous throughout the 
decade. A severe housing shortage persists, and the Government has 
devised an urgent residential building plan to close the gap. 
Several American and British construction firms are active in Trini- 
dad in partnerships with local firms. 


Prices and Credit: The Index of Retail Prices rose 18.5 percent in 
1980, after increases of 14.7 percent and 10.2 percent in 1978 and 
1979, respectively. Increases in food, transportation, and housing 
were the principal sources of inflation. The Central Bank has set 
strict limits on bank loans to be made for personal consumption as 





a means of slowing the price spiral, and bank officials forecast 
a Significant decline in the inflation rate for 1981. Bearing 
out this prediction, data for the first 4 months of 1981 show 
prices rising at only a 5 percent annual rate. (It is worth 
noting, however, that in past years inflation has tended to ac- 
celerate markedly toward the end of the year.) 


Government Operations: In 1980, the Government generated a fiscal 
surplus of $117 million, after registering a $78 million deficit 

in 1979. Current revenues jumped by 54.4 percent due primarily 

to increased tax revenues from the oil sector. Taxes on oil com- 
panies accounted for 63.5 percent of current revenues while per- 
sonal income taxes are only about 10 percent of the total. Govern- 
ment expenditures also grew rapidly in 1980 as $1 billion was 
plowed into capital expenditures, up 50 percent from the previous 
year. Current expenditures rose less dramatically--by 29.5 per- 
cent. About 40 percent of current expenditures go to transfers 

and subsidies. Prices of a number of basic commodities, including 
milk, butter, poultry and gasoline, are subsidized in an effort to 
reduce the burden of inflation. The other major drain on current 
expenditures is the government wage bill, which is about $500 mil- 
lion, or 36.4 percent of total current expenditures. Total govern- 
ment expenditures, both capital and current, continued to creep 
upward as a percentage of GDP, reaching 35.7 percent in 1980 as 
opposed to 33.5 percent in 1979 and only 21.6 percent in 1975. 


Employment and Wages: The most recent survey of the labor force, 
taken in December 1979, indicated that unemployment had fallen 
from 11.4 in 1978 to 10.2 percent. A more recent provisional es- 
timate showed unemployment just below 10 percent. Ina labor 
force of about 400,000, the Government (25 percent of total) and 
the construction sector (21.3 percent) are the largest employers. 
The average weekly earnings of employees in the manufacturing 
sector increased by 20.6 percent in 1980. 


Labor Situation: The labor movement in T&T is free and strong. 
About 40 percent of the work force is organized, but the percentage 
is higher in the industrial and commercial sectors. Most unions 
belong to one of the two competing labor federations. Member 
unions of the largest federation, the Trinidad and Tobago Labor 
Congress (TTLC), attempt to avoid what they call unproductive 
confrontational tactics in their negotiations. The majority of 

the union members have voted for the ruling party, but the unions 
and the TTLC do not endorse political candidates. The other labor 





federation, the Council of Progressive Trade Unions (CPTU), which 
is smaller, is more radical and more likely to use confrontational 
tactics. The CPTU unions are more politically oriented, and their 
members are more likely to vote for opposition parties. These 
unions frequently engage in polemics against what they call ex- 
ploitation by foreign multinational corporations, much of which 
appears to be posturing for bargaining purposes. Most collective 
bargaining agreements are reached at the negotiating table. 
Strikes are on a downtrend while tactics of work to rule, sick- 
outs, and “withdrawal of enthusiasm" are gaining favor. Wage 
demands in the inflationary economy of the past few years have 
been high (80 to 130 percent over 3 years), but settlements have 
usually been reasonable (about 45-55 percent recently). The 

trend is now for lower wage demands, with a shift of emphasis to 
better fringe benefits because of the large portion of wages lost 
to taxes. The Ministry of Labor is an impartial conciliator in 
labor disputes, and the Industrial Court has a good but slow 
record in adjudicating labor questions. 


Foreign Trade: Approximately 94 percent of Trinidad and Tobago's 
exports consist of petroleum and petroleum products. Total ex- 
ports were up sharply in value terms in both 1979 and 1980 (despite 
declining crude production) due to petroleum price hikes. In 1979, 


exports rose 27.4 percent over the previous year, and in 1980, 
another increase of over 50 percent was registered. Exports of 
nonpetroleum products were relatively static during the 1978-80 
period. 


Total imports increased moderately between 1978 and 1979 (7.1 per- 
cent) but picked up strongly in 1980 to post a 48 percent increase, 
Much of this rise was accounted for by increases in the imports of 
crude petroleum for the two local refineries, but imports of con- 
sumer and capital goods were also up considerably. 


The overall balance of payments showed a record surplus in 1980 of 
$623 million. The merchandise balance was $1.16 billion, nearly 
double the previous record. The current account surplus was $357 
million, also a record. International reserves increased by 30 
percent in 1980, reaching a level of $2.7 billion. At the time 
this revort was written. reserves had reached $3.1 billion. 


The United States was Trinidad and Tobago's chief trade partner 
in 1980, supplying over 27 percent of the country's total imports 
(43 percent of non-oil imports) and purchasing about 60 percent of 





Trinidadian exports. Since the mid-70's, the U.S. share of total 
exports to Trinidad and Tobago has steadily increased (from 21.6 
to 27.3 percent). The volume of trade between the two countries 
was about $3 billion in 1980. In 1980, the United States sup- 
plied about $400 million worth of machinery, $200 million of manu- 
factured goods, and $115 million of foodstuffs to Trinidad and 
Tobago. On a per capita basis, Trinidad and Tobago ranks among 
the best international customers of the United States. 


Other major trading suppliers are the United Kingdom (10.1 percent 
of total imports in 1980), Japan (6.5 percent), Canada (4.2 per- 
cent), and the European Community (4.1 percent). The Caribbean 
Common Market (CARICOM) absorbed 7.9 percent of Trinidadian ex- 
ports in 1980 and provided 4 percent of imports. 


In 1980, the Government of Trinidad and Tobago announced that it 
was establishing an oil facility to provide concessional financing 
to CARICOM members to cover the incremental costs (from January 1, 
1979) of petroleum products and fertilizer imported from Trinidad 
and Tobago. The oil facility, which has a lending limit of $200 
million through 1982, has provided one loan to date, a $40 mil- 
lion credit to Guyana at 3 percent interest over 15 years. Appli- 
cations for similar financing for other CARICOM states are under 


review. The oil facility, along with other financial support 
programs the Government has made available to CARICOM members, 
gives Trinidad and Tobago the distinction of being the only aid 
donor among the nations of the English-speaking Caribbean, 


Tariffs on imports average about 10 percent across the board. In 
addition to tariffs, trade restrictions exist in the form of a 
"negative list" of items for which a special import license must 
be obtained. As a rule, import licenses are not approved if 
domestic production or production within CARICOM is deemed ade- 
quate to meet demand. Items on the negative list should not be 
shipped until the necessary import license has been obtained. 

The Government is currently trimming the negative list as an in- 
centive to local industries to remain competitive. 


The exchange rate for the Trinidad and Tobago dollar, which was 
tied to the U.S. dollar at a rate of US$1 = TT$2.40 in May 1976, 
has remained stable at that rate. Approval by the Central Bank 
is required for all foreign exchange transactions, but this is 
routinely granted for import payments if legal requirements (such 
as approval of the import license, if required, and payment of 
duties) have been met. 
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Political Situation: Trinidad and Tobago is a stable, democratic 
country with a history of free and fair elections since the coun- 
try gained its independence from Britain in 1962. The smooth 
transition of power on the death of the long-time Prime Minister, 
Dr. Eric Williams, in March 1981, was a credit to the strength of 
the country's democratic institutions. The country follows a non- 
aligned foreign policy in a non-abrasive way and is basically pro- 
Western and friendly to the United States. It has a good record 
of human rights observance, including a free press, 


The Outlook: Forecasts of economic performance in Trinidad and 
Tobago are problematic because so much hinges on the international 
petroleum market. If we assume a stable price for oil over the 
next few years, the outlook is for continued growth but at a rate 
far less spectacular than that achieved in 1979 and 1980. As 
petroleum production tapers off, we can anticipate tax revenues 

to the Government to stagnate somewhat and some external borrowing 
will be necessary to finance capital expenditures for development. 
The balance of payments outlook for the near term is good, but 
Surpluses of a magnitude achieved in the past few years are not 

in the cards. Toward the late 1980's, the balance of payments 
Situation will depend largely on the competitiveness of the prod- 
ucts of the energy-based industries (i.e., steel, urea, methanol, 
and ammonia) on the international market. 


B. IMPLICATIONS FOR THE UNITED STATES 


The United States and Trinidad and Tobago have a vital and growing 
commercial relationship. Over the next decade, as Trinidad and 
Tobago moves into the international arena as an exporter of steel, 
urea, and methanol, the United States is targeted as the primary 
market. The United States might also be the key market for LNG, 
and three American firms are cooperating on the feasibility study. 
The recent accord between the Government of Trinidad and Tobago 
and Amoco on gas prices has improved the outlook for the partici- 
pation of U.S. firms in "proving" and developing local gas re- 
sources. As ties deepen, the U.S. and Trinidadian Governments 
have decided to facilitate bilateral commercial relations through 
a tax treaty, which is currently being negotiated. Similarly, both 
Governments have undertaken preliminary steps to establish a new 
Civil aviation treaty, which will replace the 1946 agreement and 
take into account the heavy air traffic between the two countries. 
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The Embassy expects Trinidad and Tobago to provide a growing mar- 
ket for exports of U.S. goods and services as the development 
program proceeds. Major areas of potential will be in construction 
equipment, oilfield supplies, communications and security equip- 
ment, foodstuffs, and a wide range of consumer goods. Recently, 
opportunities have also emerged in the data processing field and 

in food processing. 


A variety of opportunities for U.S. firms providing services also 
exists. Franchising is a popular way of doing business in a number 
of areas, including electronics equipment and fast foods. Licenses 
for manufacture of products will also be sought, in part because 

of the need for technology and in part to obtain advisory and tech- 
nical services available from the foreign licensor. There are good 
sales possibilities as well in the areas of programmed vocational 
courses and other correspondence courses. In recent years, demand 
has also increased for management consulting and accounting serv- 
ices. The Central Bank routinely grants foreign exchange for 
registered licensing arrangements. 


The Government's industrial development program envisages a major 
role for foreign private investors, normally as minority partners 
with local investors, For major projects in which the Government 
is itself the majority partner, this split is normally 51 to 49 
percent. For smaller private projects, the Government expects 
that local investors will constitute 60 percent of the ownership. 
There are indications that the Government is moving to bring 
existing foreign investments into line with these criteria, and 
localization of the financial sector is well underway. To date, 
localization has been arrived at through negotiation, and expro- 
priation has not been an issue in this country. There is cur- 
rently about $1 billion in U.S. investment in Trinidad and Tobago, 
concentrated primarily in the energy sector. Both the Export- 
Import Bank of the United States and the Overseas Private Invest- 
ment Program have active programs in the country. 


New investment is actively encouraged by the Government of Trinidad 
and Tobago within the above constraints, when the investor has some- 
thing to offer the country. Factors which will be weighed in favor 
of foreign investors include: access to international markets; mean- 
ingful transfer of technology through training of nationals; transfer 
of managerial control to nationals; establishment of research and 
development capabilities within Trinidad and Tobago; scope for 

growth of employment opportunities; and compatibility with the 
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country's industrial structure and development objectives. The 
Government's Industrial Development Corporation (IDC) will review 
suitability of proposals, develop an appropriate program of in- 
centives with the investor, and, if desired, help to locate suit- 
able national investment partners. The IDC's North American 
Office, Suite 712-714, 400 Madison Avenue, New York, N.Y. 10017, 
can provide additional information on investing in Trinidad and 
Tobago. 





